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HIGHLIGHTS 1969 1968 
DONOHUE BROTHERS 
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Newsprint Production — tons 127,073 118,328 
Newsprint Shipments — tons 128,002 121,857 
Revenue from sales and 

newsprint machine rental, less 

cost of sales, selling and 

administrative expenses. $2,658,124 $2,465,771 
Net earnings $1,473,246 $1,415,252 
Net earnings per common share 

(after Preferred Dividends) $ 0.61 $ 0.58 
Dividend rate per common share $ 0.40 $ 0.40 
CHARLEVOIX PAPER 

COMPANY LIMITED 

Newsprint Production — tons 34,330 

Newsprint Shipments — tons 32,057 

DONOHUE AND CHARLEVOIX 

Combined Production — tons 161,403 MiB26 
Combined Shipments — tons 160,839 12 B57, 
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REPORT TO THE SHAREHOLDERS 


Your Directors submit the annual report for the year ended 
December 31, 1969, together with the related consolidated 
financial statements of the Company and its wholly owned 
subsidiary, Donohue Brothers Sales Corporation, and the 
financial statements of Charlevoix Paper Company Limited, 
in which your Company holds a majority interest 


SHIPMENTS — OPERATIONS 


The mill operated on a continuous basis throughout 1969 
and the three paper machines produced a record output of 
127,073 tons. Shipments also reached an all time high of 
128,002 tons. Operating efficiency of the paper machines 
dropped off slightly during the second half of the year due to 
the new conditions created by the mill expansion. 


Increased manufacturing costs due essentially to higher 
cost of wood and mill wages were partially offset by the increased 
volume of production. 


CHARLEVOIX OPERATIONS 


The Charlevoix machine commenced commercial production 
on August 15th and produced 34,330 tons of newsprint in 
1969. The start-up was exceptionally well executed with no 
major problems being encountered and this resulted in com- 
paratively low start-up expenses. 


Shipments of Charlevoix paper amounted to 32,837 tons. 
All customers are highly satisfied with the excellent quality 
of paper produced by this new paper machine. 


EARNINGS 


Net earnings for 1969 at $1,473,246 or $0.61 per common 
share, after payment of dividends on preferred shares, are 
slightly higher than the earnings of $1,415,252 or $0.58 per 
share reported for 1968. 


Increased operating revenues in 1969 were partly offset by a 
decrease In income on short-term investments and_ higher 
depreciation charges. 


Depreciation charges for 1969 amounting to $725,808 compared 
with $692,155 for 1968, include depreciation for four months 
at 5% of the cost of the expansion project completed in August. 


The financial statements of Charlevoix Paper Company 
Limited have not been consolidated this year. The earnings 
from the operations of this subsidiary in 1969 were applied to 
write off expenses incurred prior to start-up. 


For your information the financial statements of this subsidiary 
are submitted on pages15,16 and 17 


WORKING CAPITAL 


Working Capital at December 31, 1969 amounted to $11,231,060 
compared to $10,116,173 at December 31, 1968. The state- 
ment of source and application of funds submitted on page 6 
to explain this increase of $1,114,887 in working capital 
shows that an amount of $1,200,000 set aside on December 31, 
1968 to provide for the eventual repurchase of bonds issued 
by Charlevoix Paper Company Limited now forms part of the 
working capital; the Company having been released from this 
commitment following the completion of this subsidiary’s 
newsprint mill. 


CAPITAL EXPENDITURES 


Improvements 1969 1968 

Mill > 301,053 $ 152,564 
Woods 107,040 ike yas 
Total $ 438,093 > 271,309 


Capital improvements for woodlands included road and 
bridge construction, mechanical equipment and minor camp 
additions. 


The major mill expenditures were for paper machine additions 
which will assist in the future production of offset, roto, and 
other grades of paper. 


A new grinder was approved during the year and the installation 
is in progress. This $600,000 addition will increase pulp 
production and permit capacity operation of all paper machines. 
Completion is scheduled for July 1970. 


Expansion Program 


The construction program of the Charlevoix machine and of 
your Company’s groundwood and other facilities was com- 
pleted in July. 


Expenditures incurred for this program were below the budgeted 
amounts and can be summarized as follows: 


Year Donohue Charlevoix 
1967 $ 157,440 Ss  742°4ia 
1968 2,422,781 7,084,161 
1969 2,417,496 5,003,052 

$ 12,829,624 


Total $54:997 71g 


MALBAIE PAPER COMPANY LTD. 


In 1969, your Company and The New York Times Company 
agreed to form Malbaie Paper Company Ltd. This new Company 
in which Donohue has a majority interest, has acquired and 
operates one of the existing paper machines at Clermont, 
Quebec. Under the terms of this agreement, The New York Times 
Company has agreed to purchase annually up to 35,000 tons 
of newsprint under long-term contracts commencing January 1, 
1970. 


The installation of additional manufacturing facilities is not 
involved. This new agreement added to already existing sales 
arrangements will assist in near-capacity operations of all 
the paper machines at Clermont for the immediate future. 


SULPHITE MILL 


The chemical pulp required for the manufacture of newsprint 
at Clermont has always been purchased in the open market. 
With the increased usage of chemical pulp created by the 
mill expansion, the installation of a chemical pulp mill becomes 
an economically viable addition. In November your Board of 
Directors approved the construction of a sulphite mill which 
will cost an estimated $6,000,000. This modern addition, 
designed to produce high quality pulp, will supply internal 
requirements only, as it is not the Company's intention to 
sell any of this sulphite on the open market. 


The end result will be a fully integrated pulp and paper mill. 
The schedule requires that the sulphite plant be in operation 
for the year end. This project will be financed internally. 
Application has been made for an incentive grant under the 
Area Development Incentive Act. . 


AUDITORS’ REPORT 


PUBLIC RELATIONS 


A ceremony held in Quebec City in October to inaugurate 
the Charlevoix operations was attended by our clients and 
prominent personalities from government, business and financial 
circles. At this reception the first screening of a film entitled 
“Newsprint makes News” was shown. 


Several thousand students and residents of the Charlevoix 
area visited the plant at Clermont during the last weekend of 
November when an open house was held. 


COMPANY OUTLOOK 


The operating rate of the Canadian newsprint industry improved 
measurably in 1969 and total production increased by 727,000 
tons over 1968. North American newsprint demand is expected 
to continue to rise by approximately 3% per year and reach a 
record figure of 12,000,000 tons by 1975 which will be 
1,700,000 higher than the 1969 consumption. Your Company 
is considering various possibilities and alternatives to ensure its 
participation in this expected growth. 


The selling price of newsprint was increased by $5.00 per 
ton effective January 1, 1970. Fer this year it is planned to 
operate all production facilities at Clermont at near capacity 
resulting in a record year for production and shipments. The 
overall result should be an increase in earnings. 


ACKNOWLEDGMENT 
The Board of Directors wishes to express its sincere appreciation 


to all employees for their loyalty and for their contribution to 
accomplishments achieved during the past year. 


ON BEHALF OF THE BOARD 


A. Emile Beauvais 


Chairman of the Board and 
Chief Executive Officer 


Edward P. Walsh 
President and General Manager 


QUEBEC, March 9, 1970. 


We have examined the consolidated balance sheet of Donohue 
Brothers Limited and one of its subsidiary companies, Donohue 
Brothers Sales Corporation as at December 31, 1969 and the 
consolidated statements of earnings and source and application 
of funds for the year then ended. We have obtained all the 
information and explanations we have required. Our examination 
included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion, according to the best of our information and 
the explanations given to us and as shown by the books of 
the company and its subsidiary, Donohue Brothers Sales 
Corporation, .these consolidated financial statements are 
drawn up'so as to exhibit a true and correct view of the state 
of the affairs of the company and its subsidiary as at December 
31, 1969, the results of their operations and the source and 
application of their funds for the year then ended in accordance 
with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Samson, Bélair, C6té, Lacroix et Associés 
Chartered Accountants. 


OUEBEG? Wiarch 9, 1970, 


SOURCE AND 


APPLICATION OF FUN DS 


year ended December 31, 
with comparative figures a a0e 


SOURCE OF FUNDS 


Net earnings for the year 
Depreciation 
Depletion 


Deferred income taxes 


Reduction of investments set aside — 
to cover cost of capital projects 


to provide for eventual repurchase of 
subsidiary bonds 


Reduction of deferred expenses and 
special refundable tax 


APPLICATION OF FUNDS 


Additions to fixed assets 


Investments set aside to provide for 


eventual repurchase of subsidiary bonds 


Reduction of long-term debt 
Dividends 


INCREASE IN WORKING CAPITAL 


WORKING CAPITAL AT BEGINNING 


WORKING CAPITAL AT END 


1968 


Bees 


1 415 252 
OG 2ale oO 
116 589 

48 136 


22 N32 


2 OSIAGS 


61 065 
4 964 380 


2 706 140 


600 000 
204 000 
1 095 000 


4 605 140 


359 240 


9 766 933 
$10 116 173 


CONSOLIDATED EARNING 


year ended December 31, 1969 


with comparative figures for 1968 


EARNINGS FOR THE YEAR 


Revenue from sales and newsprint 
machine rental less cost of sales, selling 


and administrative expenses 


Gain on foreign exchange 


Investment income 


Interest on long-term debt 


Depreciation (note 2) 


Income taxes: payable 
deferred (note 4) 


Net earnings 


RETAINED EARNINGS 


Balance at beginning 


Net earnings 


Dividends on — preferred shares 


common shares 


Balance at end 


1968 


$ 2465 771 
970 538 


3 436 309 
9119010 


4 347 319 
646 437 


3 700 882 
HoZelo5 


3 008 727 


1 545 339 


48 136 
1593475 


STING 252 


$12 410 109 


1 415 252 


13 825 361 


375 000 
720 000 


212 730.361 


CONSOLIDATED BALANCE SHEET 


December 31, 1969 
with comparative figures for 1968 


ASSETS 


CURRENT ASSETS 


Cash 

Short-term investments and deposits 
Account receivable 

Inventories, at cost 

Finished products, supplies, pulpwood 
and expenditures on current logging 
operations 

Prepaid expenses 


INVESTMENT IN SUBSIDIARY 
COMPANY 


Capital-stock (note 1) 
Debentures 


FIXED ASSETS 


Real estate, mills, machinery and 
equipment, at cost 
Accumulated depreciation (Note 2) 


Timber limits, less depletion 
Construction in progress 


OTHER ASSETS 


Short-term investments set aside — 

To cover cost of approved capital projects 
To provide for eventual repurchase of 
subsidiary bonds 

Deferred charges 

Special refundable tax 


SIGNED ON BEHALF OF THE BOARD 


A. EMILE BEAUVAIS Di 
Ne COLE irectors 


1968 


$ 808 669 
3 296 347 
2 028 229 


5 621 649 
110 688 | 


11 865 582 


1 385 120° 
2 675 000. 


16 687 992 
11 602 650 


5 085 342 
2 541 983 
2 580 221% 


4 485 214 


1 200 000. 
40 445° 
63.472 


6b 789 133 


LIABILITIES 


CURRENT LIABILITIES 


Accounts payable and accrued liabilities 
Income taxes payable 

Sinking fund requirements payable 
within one year less specific deposits 
for this purpose 


LONG-TERM DEBT (note 3) 


DEFERRED INCOME TAXES (Note 4) 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 


Preferred shares of the par value of 

$25 each issuable in series 

Authorized 500 000 shares 

Issued 240 000 — 6%% cumulative 
redeemable preferred shares 1967 series 
Common shares, without par value 
Authorized 3 600 O00 shares 

Issued 1 800 O00 shares 


RETAINED EARNINGS 


1968 


318567280 
261 838 


130° 292 
1 749 410 


6 000 000 


2 000 000 


12 730 361 


20 730 361 


$31 922 379 


NOTES TO FINANCIAL STATEMENTS 


as at December 31, 1969 


NOTE 1— CHARLEVOIX PAPER COMPANY LIMITED 


The holdings in the capital-stock of this subsidiary company 
represent 55.4% of the common and the preferred shares 
outstanding. This subsidiary is not consolidated. Construction 
of the plant was completed and regular operations started 
in August, but the net earnings resulting from operations were 
applied to write off expenses incurred prior to start-up. 


NOTE 2— DEPRECIATION 


The company has changed the basis of accounting for depre- 
ciation of mill assets acquired in 1969 which are depreciated 
at 5% on a straight-line basis, as compared to 10% on reducing 
balance for assets acquired before the end of 1968. The 
charge for depreciation in 1969 would have been increased 
by $72 475 had rates used in prior years been applied to current 
year additions. On major new additions, depreciation is not 
provided until they are in regular operation. 


NOTE 3— 
LONG-TERM DEBT 


FIRST MORTGAGE BONDS 


Authorized $5 000 000 
Outstanding 

Series ““C” 

4% Sinking fund bonds to mature 
August 15, 1975 

Series ““D” 

5% Sinking fund bonds to mature 
December 1, 1976, payable in 
U.S. funds — at par 

Series “E” 

6% Sinking fund bonds to mature 
February 15, 1977, payable in 
U.S. funds — at par 


Less: Sinking fund requirements 
payable within one year 


DEBENTURES 


Series “A” 
7%% Sinking fund debentures to 
mature August 1, 1989 


1968 


$ 520 000 


850 000° 


| 
: 
| 
| 


530 000° 


=) eee 
1 900 000 


204 000 


1 696 000° 


7 500 000 | 


$9 196 000. 


NOTE 4— DEFERRED INCOME TAXES 


The earnings reported for the year are charged with the income 
taxes relating to same, and the item “Deferred Income Taxes’ 
on the balance sheet reflects the differences which arise between 
such taxes and the income taxes which are payable as a result 
of claiming, for tax purposes, capital cost allowances in excess 
of the depreciation recorded in the accounts. 


NOTE 5— COMMITMENTS AND CONTINGENCIES 


To assist its employees in the acquisitions of properties for 
dwellings or for recreational purposes, the company has 
guaranteed mortgage loans for a total amount of $152 084. 


NOTE 6— GRANT RECEIVABLE 


The amount of a grant receivable under the Area Development 
Incentive Act has not yet been ascertained, as the revision 
of the capital cost in respect of which the grant will be au- 
thorized has not been completed by the Department of Regional 
Economic Expansion. This grant, which is presently estimated 
at approximately $775 OOO, will be recorded only when the 
amount is definitely established. 


nN 


TEN-YEAR REVIEW 


Notes: 


1 — Total mill production, lease machine included. 


2 — Based on present outstanding share capital 
of 1,800,000 shares. 


3 — After deducting $0.10 in 1967 and $0.21 in 
1968 and 1969, for preferred dividends. 


1969 
PRODUCTION (000 omitted) | 
Newsprint (1) iz? . 
EARNINGS (000 omitted) 
Net revenue from sales and newsprint 
machine rental $ 2,658 
Gain on foreign exchange 1,023, 
iveement income 805. 
Interest on long-term debt 633. 
agen 726 | 
Earnings before income taxes co 07 
Income taxes 1,654 
Net earings 1,473 | 
Cash flow 3291 | 
FINANCIAL POSITION (000 omitted) 
Working capital $11,231 | 
Net fixed assets 12,526 
Other ccete 7,572 
Pore enareee 8,992 | 
nerares income taxes lee | 
Preferred capital stock 6,000 
Common shareholders’ equity 15,109" 
we current assets to current liabilities 6.4: 

: 

PER COMMON SHARE (2) | 
Net earnings (3) $0.61 
Siviiend tee 0.40 
eaeh flow 7 1.82 
Pace value 8.39 | 


OOD EEE 


1968 1967 1966 1965 1964 1963 1962 1961 1960 
118 119 126 1h 110 107 109 104 102 
$ 2,465 ce2.900 $ 3,236 $ 2,834 $ 3,084 Sez oe $ 3,037 peas te) 282 05 
970 980 1,009 25 900 830 785 216 (270) 
911 464 148 148 139 153 106 99 Rey 
646 342 144 WA 159 224. 259 283 253 
692 767 216 ve 762 698 602 583 554 
3,008 3,235 piace) 3,024 3,162 2,970 3,071 2,307 2,183 
1,593 1,666 1,838 1,531 1,599 530 13625 1,201 RS 
1,415 1,569 W695 1,493 1,563 1,431 1,446 1,166 1,068 
Zane 2,548 2,015 2,494 2,038 2,346 2,216 2,087 52 
$10,116 $ 9,756 $ 7,684 $ 7,242 $ 6,477 $ 6,610 $ 6,374 $ 6,135 $ 5,569 
1 OV2 07, 8,310 TI\6 8,177 8,048 8,214 8,235 8,364 8,430 
9,849 11,941 909 534 1,042 476 540 376 620 
9,196 9,400 2,204 2.07 3,145 3,721 4,296 4,872 5,448 
247 198 136 81 
6,000 6,000 
14,730 14,410 14,169 13,195 12,422 ieee) 10,853 10,002 Sale 
6.8 :1 O54 5.431 6.5 :1 B24 4.8:1 he) O.tea 41:1 


$0.58 $0.77 $0.94 $0.83 $0.87 $0.80 $0.80 $0.65 $0.59 
0.40 0.40 0.40 0.40 0.40 0.40 0.31-2/3 0.30 0.30 
1220 1.41 1.45 1.39 1.41 1.30 1.23 1.16 0.97 
8.18 8.00 7,87 7.33 6.90 6.43 6.03 b.05 5.09 


AeA. Oe toe 


ARIES 
Be ; KR 
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i 
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CHARLEVOIX PAPER COMPANY LIMITED 
FINANCIAL STATEMENTS 


EARNINGS 


year ended December 31, 1969 


Revenue from sales less cost of sales, 


selling and administrative expenses $ 828 024 
Gain on foreign exchange A256 279 
13253305 

Investment income (after start-up) 5 284 
1 258 587 

Interest expense (after start-up) 278 185 
980 402 

Depreciation (Note 3) 28 835 
951 567 

Start-up expenses \ 142 713 
Net earnings 808 854 


Write-off of expenses incurred prior to start-up, including 
net financial expenses, legal fees, training of operating 
personnel, taxes and other current expenses $ 808 854 


NOTE: Regular operations of the mill started August 15, 1969. 


BALANCE SHEET 


as at December 31, 1969 


ASSETS 


CURRENT ASSETS 


Cash 

Term deposits 
Accounts receivable 
Inventories, at cost 


FIXED ASSETS 


Buildings, machinery and 
equipment at cost 
Depreciation 


DEFERRED EXPENSES 


Incorporation fees and 
commission on bonds 


LIABILITIES 


CURRENT LIABILITIES 


Bank loan (Note 1) 
Accounts payable 


LONG-TERM DEBT 
First Mortgage Sinking Fund Bonds, 


Series ““A’’, 6%%, due December 31, 1988 


Authorized and issued 

$7 500 000 (U.S.) — (Note 2) 
Sinking Fund Debentures, 7% 
due December 31, 1988 
Authorized $3 500 000 

Issued 


SHAREHOLDERS’ EQUITY 


CAPITAL-STOCK 


Authorized and issued 

220 000, 6% cumulative, redeemable 
non-voting preferred shares of the 
par value of $10 each 


30 000 common shares of the par value 


of $10 each 


16 ; 


S37 2:020 
200 000 
1 245 889 


429 371 


12 855 472 
28 835 


$ 1 000 000 


909 564 


8053125 


2 675 000 


2 200 000 


300 000 


$ 2 248 080 


12 826 637 


62 972 


$15 137 689 


$ 1909 564 


WOM 285125 


2 500 000 
$15 137 689 


NOTES TO FINANCIAL 
STATEMENTS 


as at December 31, 1969 


AUDITORS’ 
REPORT 


NOTE 1 — BANK LOAN AND GRANT RECEIVABLE 


A bank loan of $1 000000 has been obtained upon the 
assignment of a grant receivable under the Area Development 
Incentive Act. A revision of the capital cost in respect of which 
the grant will be authorized, has not yet been completed 
by the Department of Regional Economic Expansion. The 
amount receivable for said grant is presently estimated at 
approximately $2 500000 and will be recorded only when 
definitely established. 


NOTE 2— LONG-TERM DEBT 


The annual sinking fund requirement amounts to $441 000 
(U.S.) from December 31, 1972 to 1987 inclusive. 


The amount of long-term debt payable in U.S. currency Is 
recorded at the amount realized when proceeds were con- 
verted to Canadian dollars. 


NOTE 3— DEPRECIATION 


Depreciation has been provided only to the extent required 
to leave an amount of net earnings sufficient to write off 
expenses incurred prior to start-up, other than incorporation 
fees and commission on bonds. 


We have examined the balance sheet of Charlevoix Paper 
Company Limited as at December 31, 1969 and the statement 
of earnings for the year then ended. We have obtained all the 
information and explanations we have required. Our examination 
included a general review of the accounting procedures and 
such tests of accountting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion, according to the best of our information and 
the explanations given to us and as showh by the books of 
the company, these financial statements are drawn up so as 
to exhibit a true and correct view of the state of the company’s 
affairs as at December 31, 1969 and the results of its operations 
for the year then ended, in accordance with generally accepted 
accounting principles. 


Samson, Bélair, Cété, Lacroix et Associés 
Chartered Accountants. 


QUEBEC, March 9, 1970. 
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DONOHUE BROTHERS LIMITED 


INTERIM REPORT TO 
SHAREHOLDERS 
AS AT 
JUNE 30, 1969 


TO THE SHAREHOLDERS 


The consolidated earnings for the first six months 
of 1969 show net earnings, before dividends on pre; 
ferred shares, of $755, as compared with $69 2 
for the same period last year. The net earnings after 
dividends on preferred shares are $568,153 or $0\324per 
share compared with $504,882 or $A2§¢in 1968, Being 
an increase of 12.5%. This increase results mainly 
from greater production due to seven-day operation 
which started at the beginning of July 1968. The 
additional revenue resulting from the price increase 
on January 1, 1969 of $5.00 per ton of newsprint 
paper has only partly covered the increase in costs of 
labour, raw material and other supplies. 


The installation of the new newsprint paper ma- 
chine of the Company’s subsidiary, Charlevoix Paper 
Company Limited, is now virtually completed at a 
cost which we anticipate will not exceed the budget. 
We have to commend the excellent team work of our 
own personnel and of all persons concerned with the 
realization of the project. 


Without taking into account earnings that will 
result from the sale of the production of Charlevoix 
Paper Company Limited, we estimate that the earn- 
ings for 1969 will be slightly higher than those re- 
ported for last year. 


Under date of June 5, 1969, we communicated with 
the holders of common shares regarding an offer 
made by F-I-C Fund Inc., for the acquisition of their 
shares. For the reasons mentioned in that letter, we 
recommended that this offer be rejected. By a letter 
dated July 9th, Trust Général du Canada informed 
the shareholders who had deposited their shares that 
as of the termination of this offer, June 27th last, 
less than 900,000 shares had been deposited. Con- 
sequently, F-I-C Fund Inc., decided on July 3rd not 
to take up the shares thus deposited. 


The regular dividend of $0.10 per common share 
has been declared payable on September 2, 1969, to 
shareholders of record August 15, 1969. 


ON BEHALF OF THE BOARD 


A. EMILE BEAUVAIS, C.A. 
Chairman of the Board and 


Quebec, Que. 
August 4, 1969. 


Chief Executive Officer 


CONSOLIDATED STATEMENT 
OF EARNINGS 


for the six months ended June 30, 1969 
with comparative figures for 1968 


(subject to audit and year end adjustments) 


Revenue from sales and 
newsprint machine rental 
revenue, less cost of sales, 
selling and administrative 
EX Penses 4 aa A acre 


Gain on foreign exchange... 471,201 492,009 
$1,870,952 $1,731,882 

Investment income.............. 393,299 54,5907 
$2,264,251 $2,186,479 

Interest on Jong term debt 316,949 323,381 
$1,947,302 $1,863,098 

Deéepreciatiolt aera 336,600 388,200 

Earnings before income 

tAXegi 5. Sr oe eee $1,610,702 $1,474,898" 

Provision for income taxes 855,049 782,516 

Net) Rartings: Gace $ 754653 $ 69 

Per share (after preferred 7 

dividends) ..dn: Museau eee $ 28 


1969 


/ 
$1 330451 


1968 


$1,280473 
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